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SUBJECT: PROPOSED U.S.-TUNISIA INCOME TAX TREATY 

REE: TUNIS 4596 

1. PESSIMISTIC ASSESSMENT OF TREATY PROSPECTS BY GOT 

REPORTED REFTEL SOMEWHAT SURPRISING. 

DURING DISCUSSIONS IN WASHINGTON SEPTEMBER 1975 THERE 

APPEARED TO BE GOOD BASIS EOR REACHING AGREEMENT IN 
SUBSTANCE, AND TUNISIAN DELEGATION REPEATEDLY MENTIONED 
THAT THEY WERE FLEXIBLE ON DRAETING THE LANGUAGE IF 

AGREEMENT WAS REACHED IN PRINCIPLE. ALTHOUGH REVIEW OE 
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DRAFT WAS NECESSARILY PRELIMINARY AT THAT TIME, 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 04 MAY 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


PRINCIPAL DIFFERENCES APPEARED TO BE THE WITHHOLDING 

RATES AT SOURCE ON DIVIDENDS AND ROYALTIES AND THE 
DEEINITION OE ROYALTIES, WHICH ARE NEGOTIABLE ISSUES. 
TUNISIANS WERE UNDERSTANDABLY DISAPPOINTED THAT US DOES 

NOT GRANT TAX-SPARING CREDITS OR EXEMPT EOREIGN SOURCE 
INCOME, WHICH ARE NOT NEGOTIABLE ISSUES, BUT INDICATED 
THAT THEY WERE AWARE OE THIS SITUATION BEFORE COMING 
TO WASHINGTON AND ACCEPTED IT, ALBEIT RELUCTANTLY. 

ON THE OTHER HAND THEY EOUND US EOREIGN TAX CREDIT 

MORE GENEROUS THAN EXPECTED IN THAT US CORPORATIONS 

OWNING 10 PERCENT OR MORE OF TUNISIAN CORPORATIONS MAY 

CREDIT AGAINST THE US TAX ON DIVIDENDS FROM THE TUNISIAN 

CORPORATIONS NOT ONLY THE DIVIDEND WITHHOLDING TAX BUT 

PART OF THE UNDERLYING TUNISIAN CORPORATE TAX . 

2. TREASURY WOULD LIKE TO PURSUE DISCUSSIONS AND IS 

WILLING TO USE GOT DRAET AS BASIS EOR DISCUSSIONS 

PROVIDED THAT GOT UNDERSTANDS AND ACCEPTS THAT US CANNOT 
GIVE UP ITS RIGHT TO TAX US CITIZENS AND RESIDENTS, 

INCLUDING US CORPORATIONS, ON THEIR WORLDWIDE INCOME 
SUBJECT TO A CREDIT EOR EOREIGN TAXES ACTUALLY PAID ON 
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EOREIGN INCOME BUT NOT A TAX-SPARING CREDIT EOR TAXES 

WAIVED BY THE EOREIGN GOVERNMENT. 

3. COPIES OE US INCOME TAX TREATIES RECENTLY SIGNED 

WITH ISRAEL AND EGYPT AIRPOUCHED. US HAS NO SUCH TREATY 
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